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State of Wiz

2001 - 2002 LEG

AN Act! ; relating to: a loan from the general fund for the private employer

health care coverage program, small employer health insurance rates,

providing an exemption from emergency rule procedures, and making an

appropriation.

Analysis by the Legislative Reference Bureau

Under current law, the department of employee trust funds (DETF) is required
to design an actuarially sound health care coverage program for employers in the
private sector. Under the program, DETF must solicit bids and enter into a contract
with an administrator to administer the program; if DETF is unable to contract with
an administrator, DETF must itself administer the program. Under current law,
health care coverage under the program was to begin on January 1, 2001; however,
as of that date, DETF was unable to enter into a contract with an administrator to
administer the program.

Under current law, the rates that insurers may charge for health insurance
provided to employers that have between two and fifty employees (small employers)
are regulated to the extent that rates charged to small employers with similar case
characteristics for the same or similar benefits may not vary from the midpoint rate
for those small employers by more than 35% of the midpoint rate. Case
characteristics include such characteristics of a small employer’s employees as age,
sex, and geographic location, but do not include health status, occupation, or claim
experience.

This bill reduces the amount by which rates charged to small employers with
similar case characteristics for the same or similar benefits may vary from the
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midpoint rate to 15% of the midpoint rate. Because the private employer health care
coverage program designed by DETF is subject to any applicable insurance
provisions, the reqmrements in the bill with respect to rates charged to small

employers for health insurance will apply to rates charged to small employers
participating in that program.

I ¥or further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTIbN 1. 635.05 (1){)f the statutes is amended to read:

635.05 (1) Establishing restrictions on premium rates that a small employer
insurer may charge a small employer such that the premium rates chérged to small
employers with similar case characteristics for the same or similar benefit design
characteristics do not vary from the midpoint rate for those small employers by more

{
than 35% 15% of that midpoint rate.

istory: 1991 a. 39, 250.

o T o A

ECTION 2. Nonstatutory provisions.

A'K é) RULES RELATED TO SMALL EMPLOYER HEALTH INSURANCE RATES. Using the
procedure under section 227.24 of the statutes, the commissioner of insurance may
promulgate the rules required under section 635.05 (l)Jof the statutes, as affected by
this act, for the period before the effective date of the permanent rules required under
section 635.05 (1)Jof the statutes, as affected by this act, but not to exceed the period
authorized under section 227.24 (1) (c)Jand (Z)Jof the statutes. Notwithstanding
section 227.24 (1) (a)': (2) (b)‘,/and (3)Jof the statutes, the commissioner is not required
to provide evidence that promulgating a rule under this subsection as an emergency
rule is necessary for the préservation of pﬁblic peace, health, safety, or welfare and

is not required to provide a finding of emergency for a rule promulgated under this

subsection.
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SECTION 3
m/b A

RANCE RATES. The treatment of section 635.05
CAR@R) -
@ (1) of the statutes and SECTION X (1) of this act first apply to rates charged under

-1 SECTION 3. Initial applicability.

2 ' (1) SMALL EMPLOYER HEALTH

policies or plans issued or renewed to small employers on September 1, 2002.

SECTION 4. Effective dates. This act takes effect on the day after publication,

except as follows:

(1) SMALL EMPLOYER HEALTH INSURANCE RATES. The treatment of section 635.05

(1) of the statutes ta{kes effect on September 1, 2002.
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(END)
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Insert Analysis:

In addition, the bill appropriates $850,000 to DETF for the private employer
health care coverage program operating costs and requires DETF to repay the
general fund any portion of the $850,000 amount that it encumbers during the
2001-03 fiscal biennium. under the bill, DETF is to repay the general fund from
moneys received from employers who elect to participate in the private employer .

health care coverage program.
Insert 1-1: |
¥ J |
SECTION . 20.515 (2) (g) of the statutes is amended to read:
20.515 (2) (g) Private employer health care coverage plan. All moneys received
under subch. X of ch. 40 from employers who elect to participate in the private

employer health care coverage program under subch. X of ch. 40, for the costs of

designing, marketing and contracting for or providing administrative services for

the program and for lapsing to the general fund the amounts required under s. 40.98
(6r).

SECTION'g. 40.98 (6r) of the statutes is created to read:

40.98 (6r) The secretary of administration shall lapse from the appropriation
account under s. 20.515 (2) (g)Jto the general fund an amount equal to the amount
encumbered from the appropriation under s. 20.515 (2) (ailduﬁng the 2001-03 fiscal
biennium that exceeds $211,100 when the secretary of administration, after
consulting with the board, determines that funds in the appropriation account under

8. 20.515 (2) (g) are sufficient to make the lapse. The secretary of administration may
lapse the amounts in installments. o . v )
i N S S R
SECTIONR. Appropriation changes. |

(1) In the schedule under section 20.005 (3) of the statutes for the appropriation

to the department of administration under section 20.515 (2) (a) of the statutes, as
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affected by the acts of 2001, the dollar amount is increased by $850,000 for fiscal year

2001-02 to fulfill the purpose for which the appropriation is made.
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Because the small employer health insurance rate changes in the budget will take
effect on September 1, 2002, I made the rate change in this draft effective on the same
date (Sept. 1, 2002) rather than a year from the date of this bill’s passage. Okay?

Pamela J. Kahler
Senior Legislative Attorney
Phone: (608) 266-2682
E-mail: pam.kahler@legis.state.wi.us
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September 21, 2001

Because the small employer health insurance rate changes in the budget will take
effect on September 1, 2002, I made the rate change in this draft effective on the same
date (Sept. 1, 2002) rather than a year from the date of this bill’s passage. Okay?

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266—2682

E-mail: pam.kahler@legis.state.wi.us

I provided that the secretary of administration, after consulting with the private
employer health care coverage board, is to determine the timing of the payback for the
general fund loan. Is this consistent with your intent? '

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266-9930

E-mail: rick.champagne@legis.state.wi.us
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MEMORANDUM
To: Representative Seratti
From: Pamela J. Kahler, Senior Legislative Attorney
Re: LRB-3730/1 Small employer insurance rates and state life insurance fund loan for the

private employer health insurance

The attached draft was prepared at your request. Please review it carefully to ensure that it is
accurate and satisfies your intent. If it does and you would like it jacketed for introduction,
please indicate below for which house you would like the draft jacketed and return this
memorandum to our office. If you have any questions about jacketing, please call our program
assistants at 266-3561. Please allow one day for jacketing.

ﬁ - JACKET FOR ASSEMBLY JACKET FOR SENATE

If you have any questions concerning the attached draft, or would like to have it redrafted,
please contact me at (608) 266-2682 or at the address indicated at the top of this memorandum.

If the last paragraph of the analysis states that a fiscal estimate will be prepared, the LRB will
request that it be prepared after the draft is introduced. You may obtain a fiscal estimate on the
attached draft before it is introduced by calling our program assistants at 266-3561. Please note
that if you have previously requested that a fiscal estimate be prepared on an earlier version of

this draft, you will need to call our program assistants in order to obtain a fiscal estimate on this
version before it is introduced.

Please call our program assistants at 266-3561 if you have any questions regarding this
memorandum.



